IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

DE LAGE LANDEN OPERATI ONAL : Cl VIL ACTI ON
SERVI CES, LLC :
V.
THI RD Pl LLAR SYSTEMS, | NC. E NO. 09-2439
MEMORANDUM | NCLUDI NG FI NDI NGS
OF FACT AND CONCLUSI ONS OF LAW
Bartl e, C. J. March 5, 2010

Plaintiff De Lage Landen Operational Services, LLC
("DLL") has sued defendant Third Pillar Systens, Inc. ("Third
Pillar") for breach of contract, violation of the California
Uni form Trade Secrets Act, unjust enrichnent, and prom ssory
estoppel .! Before the court is plaintiff's notion for a
per manent injunction.

DLL engaged Third Pillar, a software devel opnent
conpany, to design software for DLL's financial |easing business
operations. DLL contends that it divulged propriety information
about its |easing business to Third Pillar in the form of use
cases and that Third Pillar was in breach of their contract by
di scl osing those use cases to other custoners and by

incorporating the information contained therein into software for

1. DLL's conplaint also originally included a separate claimfor
injunctive relief, which this court dism ssed. The prayer for
injunctive relief in connection with the other clains, of course,
remains.



ot her customers. Third Pillar denies any m suse of DLL
information. Instead it maintains that it owns the use cases in
guestion and the resulting software.

Plaintiff DLL noved for a prelimnary injunction to
enjoin Third Pillar fromusing or disclosing any of its
confidential information, proprietary materials and work product,
as well as to require Third Pillar to return to DLL all of those
materials. Thereafter, the parties agreed to forego a hearing
for a prelimnary injunction and to proceed directly to a hearing
for a permanent i njunction.

This court has subject matter jurisdiction pursuant to
28 U.S.C. 8 1332 because the parties are of diverse citizenship
and the anount in controversy exceeds $75, 000 excl usive of
interest and costs. Venue is proper under 28 U.S.C. § 1391(a) as
a substantial portion of the events giving rise to the causes of
action described herein occurred in the Eastern District of
Pennsyl vani a.

The followi ng are the court's findings of fact and
concl usi ons of | aw.

l.

DLL is a vendor finance conpany, organized under the
| aws of Pennsylvania with its principal place of business in
Wayne, Pennsylvania. It is in the business of |easing and
financing equi pnment to retail custonmers through equi pnment

manuf acturers, distributors, and dealers ("DLL partners").



In vendor finance, a retail custoner can obtain
financing for a | arge purchase froman unseen | ender through the
retail dealer. The latter transmts custoner information to the
vendor finance conpany, which then deci des whether to extend
credit to the custonmer and what ternms to offer. The vendor
fi nance conpany purchases the itemfromthe deal er and | eases it
back to the customer inmediately. Frequently, the custonmer does
not know t hat a vendor finance conpany is behind the financing of
t he equi prent.

In order to process the | ease applications submtted to
it, DLL maintained various conputer systens across nultiple
geogr aphi ¢ business divisions. In 2001, DLL conmenced a project
to anal yze how it could consolidate these systens into a single
uniformsystem DLL's effort, naned the "Beacon Project,"” sought
to create a new enterprise-w de software systemthat could
standardi ze and autonmate its entire business process.?

Third Pillar is a software devel opnent conpany,
organi zed under the laws of California with its principal place
of business in San Mateo, California. It has devel oped a
sof tware system designed to originate conmerci al | eases and
commercial |oans, called LoanPath 2.4 ("LoanPath"). LoanPath is

an enterprise credit underwiting and nanagenent platform

2. DLL initially sought a single systemto run the entire Beacon
Project. After further analysis of the avail able software
options, DLL decided to use Oracle Lease Managenent for their
"back office processes"” (such as accounting and collections) and
use a different vendor to create software for their "front office
processes" (such as quoting and | ease generation).
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LoanPath is conposed of individual applications entitled EAVE
CGenie, and Wntip and additional underwiting and pl acenment
nmodul es. Third Pillar's first LoanPath custonmer was GE Capital,
whi ch used LoanPath to process credit applications for
approximately 40 different types of |oans and | eases.

DLL selected Third Pillar as its software vendor for
t he Beacon Project front office processes based on LoanPath's
configurable platformand Third Pillar's price. On July 23,
2004, DLL and Third Pillar entered into a G obal Master
Prof essi onal Services Agreenent ("Services Agreenent”) in which
Third Pillar agreed to provide "design, configuration,
installation, inplenentation and other services" related to
LoanPath. The Services Agreenent dictated that all specific
services would be set forth in statenents of work called "Task
Orders. "™ The Services Agreenent provided:

Except as otherw se specifically provided in

a Task Order, (i) each Task Order shall be

governed by the terns of this Agreenent, and

(i) in the event of a conflict between the

terms of the body of this Agreenent and the

terns and conditions set forth in a Task

Order, the terns set forth in the body of

this Agreenent shall control

The Services Agreenent included several provisions
related to intellectual property rights. Section 10.1 set forth
DLL's retention of full ownership rights to all "Proprietary
Materials.” The Services Agreenent provided:

Except as otherwi se set forth in a Task

Order, Custoner [DLL] shall retain all right,

title and interest in and to all Custoner
mat erials, content and information supplied
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by Custonmer to Third Pillar in connection
with the Services hereunder ("Custoner
Proprietary Materials"). Custoner hereby
grants to Third Pillar the right to use,

nodi fy and exploit the Customer Proprietary
Mat erial s on behalf of Customer solely to the
extent necessary for Third Pillar to provide
t he Servi ces.

DLL also retained all ownership to any Third Pillar work product
created in connection with the services rendered under 8 10.2 of
the Services Agreenment. Section 10.2 specified:

Except for Third Pillar's pre-existing know
how, works and other materials and

i nprovenents, nodifications and derivative
wor ks of such know how, works and ot her
mat eri al s, and except as otherw se set forth
in a Task Order, all designs, specifications,
i nventions, works, inprovenments, know how,
techni ques, materials, flow charts, notes,
outlines, lists, conpilations, works,
witings, pictorial materials, schematics,
and itens created, devel oped or supplied by
Third Pillar in connection with the Services
(collectively, "Wrk Product”) shall be
deenmed "works made for hire.” To the extent
that any of the Work Product may not, as a
matter of |aw, be deenmed a work nade for
hire, Third Pillar hereby assigns to Custoner
[DLL] all right, title and interest in the
Wor k Product. ..

Finally, the Services Agreenent al so contained confidentiality
and nondi scl osure provisions in 88 11.1-11.5 barring each party
fromthe use of the other's "confidential information"” for any
pur pose ot her than the agreed-upon services.

On August 14, 2004, DLL and Third Pillar signed a
G obal Master Software License Agreenent ("License Agreenent”).

Under this agreenment, Third Pillar |icensed the LoanPath software



to DLL in object code form?® bject code is a binary format that
conputers can read but people cannot. It is sonetines also
referred to as the "executable" version of the software.

The License Agreenent stated that Third Pillar would
retain ownership of the pre-existing LoanPath software. Under
8§ 2.4, DLL acknow edged that Third Pillar m ght design new
conponents to LoanPath and that any of its suggestions to Third
Pillar about "any new features, functionality or perfornmnce"
that were incorporated into LoanPath 2.4 would be the "sole and
excl usive property of Third Pillar and all such suggestions shal
be free fromany confidentiality restrictions that m ght
ot herwi se be inposed upon Third Pillar."

Attached to the License Agreenent as Exhibit A-3 was
the "LoanPath 2.4 Specifications,” which stated, "Third Pillar
Systens' LoanPath platformis a flexible, nodular software
pl at f orm desi gned to manage the credit origination process.” It
listed the follow ng applications nodules to be included in the
final Beacon software: Credit Application and Quoting; Program
Managenent; Approvals and Credit; Docunent Ceneration and
Contracts; Pricing; and Del egated Adm nistration. The
specifications also set forth that, "Third Pillar will include

all Third Pillar devel oped conponents devel oped to nmeet DLL

3. DLL and Third Pillar also entered into a d obal Master

Sof tware Hosting Services Agreenent and a d obal Software

Mai nt enance and Support Agreenent. These contracts are not in
issue in this case.
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Beacon functional specifications into the LoanPath 2.4 product
specification.”

On Novenber 30, 2004, DLL and Third Pillar signed Task
O der 2, which was the first statenent of work for the Beacon
project.* Under this Task Order, Third Pillar agreed to
"conplete a Front-End software application that substantially
nmeets" the DLL requirenents that were attached to the Task Order.
The requirenments were generic descriptions of individual business
processes.

Under the terns of Task Order 2, DLL was obligated to
prepare "Level 3 use cases"” for Third Pillar progranmers. Use
cases are detailed narratives describing how a business
specifically inplenments each of its requirenents and how t hat
requirenent fits into its business process. For each
requi renent, DLL was to prepare a use case, which woul d det ai
t he conpl ete end-to-end workfl ow that occurred at DLL, including
i nformati on such as the routing of docunents and the data
profiles that DLL used. Only DLL enpl oyees could draft these
"Beacon use cases" because they were the only people who knew
DLL's specific business processes and nethods. Under Task O der
2, Third Pillar was responsible for providing "guidance, feedback
and input” on the drafted use cases based on its understandi ng of

t he LoanPat h software.

4. Task Order 1A was an agreenent between DLL and Third Pillar
about services for DLL's Australia division. It is not at issue
in this case.
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Task Order 2 also contained an intellectual property
clause. It provided:

Not wi t hst andi ng anything set forth in the
body of the Agreenment to the contrary, except
with respect to the Custoner-Retai ned Wrk
Product, Third Pillar shall own and have the
right to re-use in other client engagenents
all Work Product ... created, devel oped or
supplied by Third Pillar in connection with
this Task Order.

Third Pillar assigned to DLL "all right, title and interest in
t he Customer-Retai ned Wrk Product," which was defined as:

(1) Work Product that inplenents requirenents
provi ded by Customer under this Task Order if
Custoner expressly notifies Third Pillar in
witing that Custonmer desires to obtain

owner ship of such requirenents and not permt
Third Pillar to use in inplenentations of
Third Pillar's LoanPath software for other
cust oners,

(ii) The design of the client/deal er user
interface, including the @ncefinance one
page application and the neter read entry
view, to the extent the design is created by
Third Pillar in connection with this Task

O der,

(ti1) The logos and ot her branding el enents
applied to the client/deal er user interface,
(tv) Credit or behavioral scoring nodels,
desi gns, specifications or processes, and

(v) Existing Custoner Program Agreenent
designs or specifications.

On the same day as the parties executed Task O der 2,
they al so executed Amendnent No. 1 to the Services Agreenent.
Under this Amendnent, the parties agreed to add to 8 10 of the
Servi ces Agreenent the follow ng cl ause:

[ DLL] understands that Third Pillar will be

engaged, directly and indirectly, in

provi ding services to Custoner [DLL] and its

affiliates in the United States, Europe and
el sewhere and, as part of providing such
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services, will receive information regarding
DLL's systemrequirenents ("Requirenents
Information"). Third Pillar shall keep
confidential the Requirenents Information in
accordance with Third Pillar's
confidentiality obligations under applicable
agreenents with Custoner [DLL], but Custoner
agrees that Third Pillar shall be free to
devel op and conmercially exploit software
that inplenents the Requirenments I nformation
wi thout restriction unless otherw se agreed
between the parties in witing in the future.

Third Pillar's outside counsel Devin Smth at N xon Peabody
drafted this |language. It was adopted w thout negotiation or
alteration.

On August 4, 2005, the parties executed Task O der 5,
whi ch superseded Task Order 2.° Under Task Order 5, Third Pillar
was required to:

Desi gn, devel op, and deliver to DLL software,

dat abases and software systenms with conplete

functionality nmeeting all of the DLL d obal

Beacon Project Front-End requirenents

("Requi renents") as docunmented in (and judged

agai nst) the Use Cases and HTM. prototype as

mutual Iy signed off on at the conclusion of

CRP [ Conference Room Pilot] 3.

DLL attached its global requirenents to Task Order 5. The
parties also nmenorialized a Software Devel opnent Life Cycle,

whi ch di scussed Third Pillar's specific obligations to nmanage the
software configurations and rules. Under Task Order 5, DLL

remai ned responsi ble for drafting the use cases, while Third

5. Task Order 2 was confined to work done for DLL's facility
based i n Wayne, Pennsylvania. Subsequent to the signing of Task
Order 2, DLL changed the scope of the Beacon project to include
its global operations. DLL and Third Pillar entered into Task
Order 5 in order to anend the scope of the project.
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Pillar was obligated to provide "technica

resources with

knowl edge of the Third Pillar software nodule functionality."

Task Order 5 included a nodified intell ectual

cl ause, which stated:

Not wi t hst andi ng anything set forth in the
body of the Agreenment to the contrary, except
with respect to Custoner-Retai ned Work
Product (as defined below), Third Pillar
shall own and have the right to re-use in

ot her client engagenents all Wrk Product (as
such termis defined in the Agreenment) and

ot her designs, specifications, inventions,
wor ks, i nprovenents, know how, techniques,
materials, flow charts, notes, outlines,
lists, conpilations, works, witings,
pictorial materials, schematics and ot her
itenms, created, devel oped or supplied by
Third Pillar in connection with this Task
Order ("Third Pillar Wrk Product").

property

The Task Order al so contained a new definition of Custoner-

Ret ai ned Wbrk product as foll ows:

As to DLL'

(1) Work Product that inplenents requirenents
provi ded by Customer under this Task Order if
Custoner expressly notifies Third Pillar in
witing that Custoner desires to obtain

owner ship of such requirenents and not permt
Third Pillar to use in inplenentations of
Third Pillar's LoanPath software for other
cust oners,

(1i) the design of any existing client/dealer
user interface,

(ti1) the logos and other branding el enents
applied to the client/deal er user interface,
[ and]

(iv) credit or behavioral scoring nodels,

desi gns, specifications or processes.

s Custoner-Retai ned Work Product, Task Order 5 stated:

Third Pillar acknow edges and agrees that the
Cust oner - Ret ai ned Wor k Product has been
specially ordered and comm ssioned by DLL

and that all Custoner-Retained Wrk Product
shal |l be consi dered work nade for hire, as
defined under U.S. copyright law, and DLL
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shall own all right, title and interest

therein. ... Except to the extent expressly

stated in this Task Order or the Agreenent,

DLL reserves any and all right, title and

interest in and to the Custoner-Retai ned Wrk

Product. Third Pillar shall deliver to DLL

within fourteen (14) days of any request by

DLL therefor, a copy of any and all Customner-

Ret ai ned Wrk Product, in any and all fornms,

formats, and nedia then existing ...

(including, without Iimtation, software

source code).

Finally, under Task Order 5, DLL and Third Pillar agreed to
engage in a twelve-week "JUW" session where DLL enpl oyees woul d
travel to Third Pillar's offices in order to "junp-start" the
drafting of the remaining use cases.

In early 2006, Third Pillar had not yet delivered any
software to DLL because the DLL-prepared use cases | acked
sufficient technical detail to prepare the software. On
January 12, 2006, DLL and Third Pillar entered into an agreenent
(the "Anmendnent Agreenent”) for Third Pillar to provide "no nore
t han 4,500 hours of additional work, support, assistance, and
cooperation as requested by Customer in order to devel op,
docunent, and finalize all Use Cases..." Under the Anendnent
Agreenent, Third Pillar would be able to provide additional
techni cal guidance to DLL enpl oyees so that the use cases would
be specific enough for Third Pillar engineers then to create the
Beacon software.

The Amendnent Agreenent al so contai ned an option for
DLL to purchase the LoanPath source code through an attached
Source Code and Object Code Software License Agreenent ("Source

Code Agreenent”). Unlike previous agreenents, which gave DLL
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nmerely the "executable" version of the software, the Source Code
Agreenent all owed DLL to purchase the human-readabl e code of the
LoanPat h software so that DLL coul d make in-house nodifications
and enhancenents. Third Pillar also agreed to place the LoanPath
source code, as nodified during the Beacon project, into an Iron
Mount ai n escrow account .

I n August 2006, Third Pillar delivered the first
software to DLL. Wen DLL tested the software, its enpl oyees
di scovered that certain parts appeared to be hard coded rat her
than configured as had been previously presented.

Third Pillar did not deliver conplete software at any
point in 2006 or 2007, although it did begin to nmake deposits of

partial software builds into an escrow account, set up with the

| ron Mountain conpany for DLL's benefit. |In addition, Third
Pillar mssed nmultiple testing mlestones. In 2008, Third Pillar
had still not delivered an end-to-end functioning prototype of

t he LoanPath software.

On Novenber 14 2008, DLL exercised its option to | ease
t he Beacon Source Code from Third Pillar. DLL then sent a
technical team |ed by Mchael Kovach, to Third Pillar's offices
for one nonth to acconplish a "know edge transfer” so that DLL
enpl oyees could work with the Beacon source code and software.
I n Decenber 2008, after DLL acquired the Beacon source code from

Third Pillar, it hired Java software expert Susan Spielmn to
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review the code.® After several nonths of intensive review,
Spi el man reported that the Beacon software was hard-coded to
contain the entirety of the Beacon use cases.

On May 29, 2009, DLL filed this lawsuit. On the sane
day, DLL sent a letter to Third Pillar stating:

Pursuant to Task Order No. 5 and Task Order
No. 2, DLL hereby notifies Third Pillar that
DLL desires to retain ownership of all work
product inplementing its requirenents
provided to Third Pillar under Task Order No.
2 and Task Order No. 5, and that DLL does not
permt Third Pillar to use this category of
Cust oner - Ret ai ned Work Product in

i npl enentation of its LoanPath software for
any ot her custoners.

The letter al so demanded delivery of a copy of all Custoner-
Ret ai ned Wbrk Product to DLL within fourteen days.
.
In assessing the nerits of a request for injunctive
relief in a diversity action, federal courts generally will apply

state law. See Lauf v. E.G Shinner & Co., 303 U S. 323, 327-28

(1938). The parties agree that the contracts in issue are
governed by the law of California.

The California Gvil Code dictates that a pernmanent
i njunction nmay be granted where: (1) pecuniary conpensation
woul d not afford adequate relief; (2) it would be extrenely
difficult to ascertain the anmount of conpensation which would
afford adequate relief; (3) the restraint is necessary to prevent

a multiplicity of judicial proceedings; or, (4) the obligation

6. The LoanPath software was witten in Java, a popul ar software
| anguage.
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arises froma trust. See Cal. Cv. Code 8 3422. Under both
common | aw and the California Uniform Trade Secrets Act
("CUTSA"), a plaintiff my seek to enjoin actual or threatened
m sappropriation of a trade secret until the trade secret ceases

to exist. See Cal. Cv. Code § 3426.2(a); Nalley's Inc. v.

Corona Processed Foods, Inc., 240 Cal. App. 2d 948, 952 (Cal.

Ct. App. 1966). However, a renote threat of m suse or disclosure
does not justify enjoining the possible m suse or disclosure.

See Central Valley Gen. Hosp. v. Smth, 162 Cal. App. 4th 501,

532 (Cal. Ct. App. 2008).
California courts have typically found that § 3422
requires a plaintiff to show irreparable harm before a pernanent

i njunction may issue. See, e.g., DVD Copy Control Ass'n v.

Kal ei descape, Inc., 97 Cal. Rptr. 3d 856, 876 (Cal. C. App.

2009); Syngenta Crop Prot., Inc. v. Helliker, 138 Cal. App. 4th

1135, 1167 (Cal. C. App. 2006). Such irreparable harm may be
established "where there is an inability to ascertain the anount

of damamges." Kal ei descape, 97 Cal. Rptr. 3d at 876.

A court, however, may not presune irreparable harm
especially when all alleged m sappropriation has occurred in the

past. See DVD Copy Control Ass'n v. Bunner, 10 Cal. Rptr. 3d

185, 191-92 (Cal. C. App. 2004). A plaintiff may only prevail
if there is a substantial threat of inpending harm which does
not extend to nere possession by the m sappropriating party. See

FLIR Systens, Inc. v. Parrish, 95 Cal. Rptr. 3d 307, 316-17 (Cal.

Ct. App. 2009). Furthernore, a failure to specify which trade
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secrets are generally known to the public and which are not
generally known to the public or to those that m ght benefit
economcally fromthemcan result in a court's refusal to grant

the injunction. See Syngenta, 138 Cal. App. at 1173.

Finally, under the CUTSA, where it would be
unreasonable for a court to enjoin the defendant's future use of
the trade secret, the court may instead order the defendant to
pay royalties to the plaintiff for no | onger than the period of
time the court could have prohibited the use. See Cal. Cv. Code
§ 3426.2(b).

In the conplaint, DLL alleges clains for breach of
contract, violation of the CUTSA, unjust enrichnent, and
prom ssory estoppel. DLL has all eged nunerous breaches of
contract by Third Pillar of their various contracts. DLL argues
that Third Pillar failed to deliver the Beacon project source
code in its correct format. DLL also asserts ownership of the 53
Beacon use cases that DLL drafted during the Beacon project and
t he Beacon source code and asserts that Third Pillar has
unlawmful ly re-used themw th another custoner.’ DLL also alleges
that Third Pillar has violated the CUTSA by using DLL's trade

secrets, which are found in 22 of the Beacon use cases. Finally,

7. Due to confidentiality agreenments and busi ness
considerations, we will not reveal the identity of Third Pillar's
ot her custonmers. This custonmer is a conpetitor to DLL in the
vendor financing nmarket. W shall refer to this customer as
Tuscany, which was Third Pillar's internal name for the
custoner's software design project.
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DLL has pleaded in the alternative state |aw clains for unjust
enrichment and prom ssory estoppel.
L.

We now turn to DLL's claimfor breach of contract.
First, it asserts that Third Pillar breached their contracts by
maki ng unl awful use of the Beacon use cases. Second, DLL
contends that Third Pillar has breached its contractual
obl i gati ons by maki ng unl awful use of the Beacon source code.

Under California law, the elenments of a claimfor
breach of contract are: (1) the existence of a contract, (2)
plaintiff's performance or excuse for nonperformnce, (3)

defendant's breach, and (4) resulting danages. See Wall St.

Network, Ltd. v. NY. Tines Co., 80 Cal. Rptr. 3d 6, 12 (Cal. C

App. 2008). There is no dispute in this case that DLL and Third
Pillar entered into the Services Agreenent and the two associ at ed
agreenents called Task Orders 2 and 5. Both parties agree that
t hese contracts are valid and enforceable. There is also no
di spute that DLL perforned its contractual obligations by paying
Third Pillar for the work perforned under the contract.

It is the province of the court under California law to
interpret contracts so as to give effect to the parties' mnutual
intent as it existed at the tine when the contract was forned.

See Cal. Cv. Code § 1636; AlUIns. Co. v. Sup. C., 799 P.2d

1253, 1264 (Cal. 1990). "Such intent is to be inferred, if
possi ble, solely fromthe witten provisions of the contract.

The 'clear and explicit' meaning of these provisions, interpreted
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in their "ordinary and popul ar sense,' unless 'used by the
parties in a technical sense or a special neaning is given to
them by usage', controls judicial interpretation.”™ |d.
(citations omtted).

California has adopted a parol evidence rule that bars
the introduction of extrinsic evidence to vary, alter, or add to
the ternms of an integrated witten instrunent. See Cal. Gv.
Code 88 1625, 1856. The rule does not, however, prevent "the
i ntroduction of extrinsic evidence to explain the nmeaning of a
witten contract ... [if] the meaning urged is one to which the
witten contract terns are reasonably susceptible.” Casa

Herrera, Inc. v. Beydoun, 83 P.3d 497, 502 (Cal. 2004). Wen

parol evidence is offered to explain a witten agreenent, the
court nust first decide whether the agreenent is fully integrated
and then must ask whether the agreenent is reasonably susceptible
to the nmeaning asserted for by the party offering the evidence.

See Pacific Gas & Elec. Co. v. G W Thonmas Drayage & Ri gging

Co., 442 P.2d 641(Cal. 1968); Msterson v. Sine, 436 P.2d 561

(Cal. 1968). So long as the proffered evidence does not vary,
alter or add to the witten ternms, it will be admtted if it
proposes a neaning to which the witten ternms are reasonably
suscepti bl e.

The Services Agreenent provides that:

This Agreenent and all Task Orders

referencing this Agreenent shall constitute

t he conpl ete agreenent between the parties

and supercedes all previous agreenents or

representations, witten or oral, wth
respect to the subject matter hereof. This
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Agreenent may not be nodified or amended

except in a Task Order or other witing

singed by a duly authorized representative of

each party. It is expressly agreed that any

terms and conditions of any purchase order or

simlar instrument of Custoner shall be

superceded by the terns and conditions of

this Agreenent to the extent that such terns

may be in conflict.

We find that the Services Agreenent, in conjunction with
Amendnent 1 and Task Orders 2 and 5, are fully integrated
docunents. Thus, the court will only consider extrinsic evidence
to the extent that it offers a reasonably susceptible
interpretation of a contractual term but not one that varies,
alters, or adds to the terns on the face of the contract.

DLL asserts that Third Pillar breached their contracts
by maki ng unl awful use of the Beacon use cases and source code.
According to DLL, it was the only drafter of the Beacon use cases
and retai ned sole ownership of them under the provisions of the
Services Agreenent. DLL maintains that it also owns the Beacon
source code because the source code is a direct translation of
its use cases into software form Third Pillar disagrees. It
argues that the contracts with DLL gave it ownership of all work
product generated during the Beacon Project, including the use
cases and resulting source code.

The Services Agreenent sets forth the general terns for
the parties' expected business relationship, and it contained an
overarching intellectual property clause that was to apply to al

future work unl ess otherwi se agreed. Wth sone exceptions, the

Servi ces Agreenent sets forth in 8 10.2 that DLL would be the
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owners of any work perforned by Third Pillar. Section 10.2
provides that all work done by Third Pillar would be "works nmade

for hire," belonging to DLL, "except as otherwi se set forth in a
Task Order."

The Services Agreenent also contains, in 88 11.1-11.5,
a definition of "Confidential Information"” and a nondi scl osure
agreenent by both parties. Confidential Information is any
i nformati on designated as confidential or reasonably expected by
its nature to be kept confidential. Excluded was publicly
avai l abl e information or information gained through i ndependent
sources. DLL and Third Pillar agreed "not [to] make each other's
Confidential Information available in any formto any third party
or to use each other's Confidential Information for any purpose
other than the inplenmentation of this Agreenent."”

The Services Agreenent, however, contenplated that the

ownership may be changed in future Task Orders. It states,

"Except as otherwi se set forth in a Task Order, Custoner [DLL]

shall retain all right, title and interest in and to all Custoner
mat erials, content and information supplied by Custonmer to Third
Pillar..." (enphasis added). DLL argues that no reversal of
ownership occurred since the Services Agreenent stated that, "in
the even of a conflict between the terns of the body of this
Agreenent and the terns and conditions set forth in a Task O der,
the terns set forth in the body of this Agreenent shall control."
DLL is incorrect. The Services Agreenent specifically

states that Task Orders may anend the intellectual property
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provi sions. Therefore, the intellectual property clause in Task
Oder 5is not in conflict with the terns of the Services
Agreenment and governs all work perforned under them W find
that Task Order 5 changed the presunption that DLL was the owner
of all of Third Pillar's work product on the Beacon project.

Each Task Order included an intellectual property provision that
makes Third Pillar the owner of all work product generated during
t he Beacon project, except for specially carved-out categories of
" Cust oner - Ret ai ned Work Product. "

DLL al so argues that the use cases properly belong to
it under 8 10.1 of the Services Agreenent and the Task Orders
because the use cases are Custoner Proprietary materials and not
Third Pillar work product. DLL contends that, because its
enpl oyees drafted all of them the use cases are content supplied
to Third Pillar by DLL and can be desi gnated as Customner
Proprietary Materials, whose ownership was retained by DLL, and
not Third Pillar Wrk Product, which Third Pillar owns under the
terms of Task Order 5.

We disagree with DLL's interpretation of work product
as defined in the intellectual property clauses of the Task
Orders. The intellectual property clause of Task Order 5
provi des that,

Not wi t hst andi ng anything set forth in the

body of the Agreenment to the contrary, except

with respect to Custoner-Retai ned Work

Product (as defined below), Third Pillar

shall own and have the right to re-use in

ot her client engagenents all Wrk Product (as

such termis defined in the Agreenment) and
ot her designs, specifications, inventions,
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wor ks, inprovenents, know how, techniques,

materials, flow charts, notes, outlines,

lists, conpilations, works, witings,

pictorial materials, schematics and ot her

itens, created, devel oped or supplied by

Third Pillar in connection with this Task

Order ("Third Pillar Wrk Product").

It grants to Third Pillar both "all Wrk Product (as such termis
defined in the Agreenment)"” and all "Third Pillar Wrk Product."
It grants to DLL only the "Custoner-Retai ned Wrk Product (as
defined below)." W conclude that the Task Orders grant the
ownership of all work product generated under the aegis of the
Beacon project to Third Pillar, not just work product produced by
Third Pillar. Since the use cases were explicitly drafted as
part of the Beacon project, they constitute work product

bel onging to Third Pillar under the intellectual property clauses
of the task orders.

In short, unless work product falls under one of the
exceptions in subsections (i) through (v) of the intellectual
property clause in Task Order 5, it belongs to Third Pillar, and
Third Pillar may nake comrercial use of it in engagenents with
ot her customers. Subsections (i) through (v) of Task Order 5
designate certain work product generated during the Beacon
proj ect as Custoner-Retained Work Product. This work product is
defined as "work nmade for hire" in Task Order 5, and DLL owns
such work product and any of its derivatives.

In the alternative, DLL argues that it obtai ned

ownership of the source code by giving notice in its May 29, 2009

| etter under subsection (i) of the intellectual property
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provisions in Task Orders 2 and 5.8 Subsection (i) provides

that, "Work Product that inplenents requirenents provided by

Custoner under this Task Order if Customer expressly notifies

Third Pillar in witing that Custoner desires to obtain ownership

of such requirenents and not permt Third Pillar to use in

i npl enentations of Third Pillar's LoanPath software for other

custoners.” Third Pillar contends that DLL's attenpt to obtain

ownership of the use cases and source code by giving notice under

subsection (i) of Task Orders 2 and 5 fails as untinely.
Subsection (i) is an option under California |aw. See

Hayward Lunber & Inv. Co. v. Constr. Prods. Corp., 255 P.2d 473,

478 (Cal. 1953). It does not contain a specific deadline by
whi ch DLL was required to exercise the option, and thus any
exerci se of the option nust be made within a "reasonable tine."

See Lohn v. Fletcher G| Co., 100 P.2d 505, 508 (Cal. 1940); see

also Cal. Gv. Code 8 1647. The definition of a reasonable tine
is "ordinarily one of fact, to be determned fromall the
ci rcunst ances of the particular case. Were the facts are not

di sputed, the question is one of law" Alpern v. Myfair

Mar kets, 258 P.2d 7, 10 (Cal. 1953). In making such a

determ nation, courts are to consider, anong other factors: (1)
t he conduct of the parties; (2) delay in exercising the option;

(3) any acqui escence as to the delay; (4) whether the delay was

noti vated by unfair purposes; (5) the parties' interpretation of

8. Subsection (i) is identical in both Task Orders 2 and 5.
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the contract; and (6) whether the optionee attenpted to act in a
manner so as to cause no harmto the other party. See id.

DLL nmaintains that giving notice on May 29, 2009, the
date it filed this lawsuit, was within the reasonable tine to
exercise its option to obtain ownership of all Beacon work
product. Task Order 2 containing this option was signed on
Novenber 30, 2004, and Task Order 5, which superseded Task O der
2 but contained the sanme | anguage, was signed on August 4, 2005.
The information that DLL disclosed to Third Pillar was provided
by DLL in the formof the use cases over a course of three years,
from 2004 through 2006. DLL at all times deened it to be highly
sensitive and proprietary.

DLL knew that Third Pillar intended to market its work
product to other parties, both during and after its engagenent on
t he Beacon project. Such intent to market the product was
explicitly stated and ratified in the Novenber 30, 2004 Anendnent
to the Services Agreenent. The Amendnent provided that "[DLL]
agrees that Third Pillar shall be free to devel op and
cormmercially exploit software that inplenments the Requirenents
I nformati on without restriction unless otherw se agreed between
the parties in witing in the future.”

We find persuasive the email from Daniel Brennan, a DLL
consultant, to Rita DiMartino, the deputy chief operating office
for DLL. Brennan advised D Martino of the intellectual property
provi sions of the contracts and acknow edged that any notice

under subsection (i) nust be given early in the software
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devel opnent process, prior to "detail design work." Simlarly,
we find the email from Scott Phel ps, the Vice-President of d obal
e-Conmerce at DLL, to Di Martino, Kevin McManus, and Jim Martinko
to support this position. Phelps stated that DLL woul d be
required to provide notice under subsection (i) "at the tine of
the use case.” Despite Phelps's later testinony, this statenent
denonstrates that DLL understood that it was to give notice when
it initially disclosed to Third Pillar its detail ed business
processes during use case devel opnent.

Under all the circunstances, DLL's exercise of its
option on May 29, 2009, under subsection (i) of the intellectual
property clause in Task Orders 2 and 5, was not within a
reasonable time. Subsection (i) allows DLL to own "Wdrk Product
that inplenents requirenents provided by Custoner under this Task
Order if Custoner expressly notifies Third Pillar in witing that
Custoner desires to obtain ownership of such requirenents and not
permt Third Pillar to use in inplenmentations of Third Pillar's
LoanPath software for other custoners.”™ |t was unreasonable for
DLL to retract Third Pillar's ability to re-use its work years
after the information was provided by DLL given the tine-

i ntensi ve nature of the Beacon software devel opnent and the

hi ghl y-detail ed proprietary nature of the information DLL knew
woul d be incorporated into a publically-marketed platform W
find that DLL's May 29, 2009 letter was too |late and thus

ineffective to obtain ownership of all Beacon work product under
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subsection (i) of the intellectual property provisions in Task
Orders 2 and 5.

Thus, the work product generated on the Beacon project,
i ncluding both the use cases and resulting source code, bel onged
to Third Pillar with the exception of the work product outlined
in subsections (ii) through (v) of the intellectual property
clauses in Task Order 5. In contrast to subsection (i), these
subsections assigned i medi ate ownership to DLL of all work
product covered under those sections. DLL takes the position that
it always retai ned ownership of the portion of the source code
based on seventeen distinct use cases under subsections (ii) and
(iv) of the intellectual property clause in Task Order 5 and that
t hese use cases constituted Confidential Information under 811.1
of the Services Agreenent.

Subsection (ii) of the intellectual property clause in
Task Order 5 provides that DLL retain ownership of work product
containing "the design of the client/deal er user interface." The
client/deal er user interface consists of the software screens
that a DLL vendor woul d access while processing a custoner's
credit application for DLL. DLL argues that subsection (ii)
grants them ownership rights in seven use cases that, as a whol e,
outline the structure of the client/dealer user interface, as
wel |l as the source code built fromthose use cases. The seven
use cases are: (1) Create Credit Application; (2) Leasing
(Pricing) Quote; (3) Tenplate Miintenance; (4) Rate Card
Ceneration; (5) Partner Self-Service Credit Application; (6)
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Partner Sel f-Service Lease Quote; and (7) Partner Self-Service
Buyout and Trade-Up Quote. Third Pillar contends that subsection
(1i) covers only the physical |ayout or graphic design of the
software used by DLL's partners to the extent that it is not
based on publically-avail abl e standards, such as the Oracle
Browser Look and Feel standards.

We agree with DLL that subsection (ii) grants DLL
ownership of any work product that details the structure of a
client/deal er user interface, that is, what screens a DLL vendor
will see and the specific order of the processes through which
the software will lead them W give credit to the testinony of
Scott Phelps that all seven of these use cases contain such
i nformation. Phel ps has worked for DLL since 1996 and currently
serves as its Vice-President of d obal e-Comrerce. He managed
the portion of the Beacon process which drafted the use cases for
Third Pillar and worked to integrate the LoanPath software with
exi sting DLL processes. He has had twenty-five years of
experience in software inplenmentation throughout his career.

Havi ng revi ewed these use cases and credited Phel ps's
testinmony, we find that these seven use cases properly belong to
DLL. DLL owns the followi ng use cases under subsection (ii) of
the intellectual property clause of Task Order 5: (1) Create
Credit Application; (2) Leasing (Pricing) Quote; (3) Tenplate
Mai nt enance; (4) Rate Card Ceneration; (5) Partner Self-Service
Credit Application; (6) Partner Self-Service Lease Quote; and (7)

Partner Sel f-Service Buyout and Trade-Up Quote. These seven use
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cases al so constitute Custoner Proprietary materials under § 10.1
of the Services Agreenent and Confidential Information under

8§ 11.1 of the Services Agreenent. Furthernore, DLL owns all the
source code generated fromthese seven use cases.

In addition to the work product that DLL owns under
subsection (ii), DLL contends that it owns all work product under
subsection (iv), that is, the follow ng use cases and the
resulting source codes: (1) Contract Setup Validation and
Booki ng and Funding; (2) Create Credit Application; (3) Munual
Credit Review and Decision; (4) Automated Credit Review and
Deci sion; (5) Partner Qualification; (6) Application Mintenance
(a/k/a Appeals); (7) Integral Cient View, (8) Portfolio
Acquisition; (9) Pre-Qualification; (10) Partner Self-Service
Credit Application. Third Pillar disagrees that any of these use
cases properly fall within the anbit of subsection (iv). It
mai ntai ns that subsection (iv) grants DLL ownership of only the
scoring nodels found in its CADS and ATS systens and the LoanPath
interfaces to those systens.

Subsection (iv) provides that DLL owns all work product
containing, "credit or behavioral scoring nodels, designs,
specifications or processes.” DLL and Third Pillar make
conflicting argunents on the grammar and interpretation of this
| anguage. DLL contends that it should be read to nean, "credit

or behavi oral scoring nodels, credit or behavioral designs,

credit or behavioral specifications or credit or behavioral

processes.” DLL maintains that this phrase grants them ownership
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of ten Beacon use cases that enconpass their "credit process.”
Third Pillar, on the other hand, interprets the phrase nore
narrowly as reading, "credit or behavioral scoring nodels, credit
or behavi oral scoring designs, credit or behavioral scoring
specifications or credit or behavioral scoring processes.” The

| anguage of subsection (iv) al one provides inadequate gui dance as
to the correct neaning. Under the California |aws of contract
interpretation, we may consi der parol evidence "[if] the meaning
urged is one to which the witten contract terns are reasonably

susceptible.” Casa Herrera, Inc. v. Beydoun, 83 P.3d 497, 502

(Cal. 2004). W have carefully reviewed the testinony and
evi dence presented by both parties on the construction of
subsection (iv).

We credit the testinony of Daniel Brennan, a DLL
consultant for the Beacon project, that the parties attenpted to
define subsection (iv) broadly because they were not yet sure
about what information would be incorporated into the use cases
and that DLL sought to protect its "credit processes” as a whol e.
Rita D Martino, Scott Phel ps, and other DLL enpl oyees al so
testified that DLL considered its credit application process to
be a differentiator in the market of vendor financing. W accept
the testinony of Phel ps, DLL Vice-President of G obal e-Conmerce,
that during the negotiations for Task Order 2 he inforned Charles
Stuard, a Third Pillar account manager, that DLL sought to

protect this conpetitive advantage under subsection (ivV).
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Third Pillar contends that there is no such term as
"credit process” used in the vendor finance industry. W
di sagree. Pankaj Chowdhry, Third Pillar's President, repeatedly
referred to DLL's "credit process" throughout his testinony in
court and in his deposition, as a termof art comonly used by
the parties.

Based on its | anguage and the testinony presented at
trial, we find that subsection (iv) was understood by the parties
to grant DLL ownership of all work product containing, "credit or
behavi oral scoring nodels, credit or behavioral designs, credit
or behavioral specifications or credit or behavioral processes.”
We determne that it was neant to protect DLL's process for
deci di ng which custonmers were credit-worthy, how to structure
their financing based on their credit and behavioral information,
and the particular DLL business processes that allowed it to nmake
credit decisions both nore accurately and nore quickly than its
conpetitors. This ownership by DLL includes the kinds of
information DLL would need to collect froma custonmer. It also
i ncl udes which person at DLL woul d see that information and in
what order, what agencies DLL contacted for credit and behavi oral
i nformati on, when and how decisions were to be revi ewed, and
other simlar kinds of information.

We have reviewed the ten use cases that DLL contends
fall within subsection (iv), and we find that six of them
properly belong to DLL. DLL owns the foll ow ng use cases under

subsection (iv) of the intellectual property clause of Task O der
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5: (1) Automated Credit Review and Decision; (2) Manual Credit
Revi ew and Decision; (3) Partner Qualification; (4) Application
Mai nt enance (a/k/a Appeals); (5) Pre-Qualification; and (6)
Create Credit Application. W have also found that the Create
Credit Application use case was owned by DLL under subsection
(i1i). These six use cases also constitute Customer Proprietary
materials under 8 10.1 of the Services Agreenent and Confidenti al
| nformati on under 8§ 11.1 of the Services Agreement. |In addition,
DLL owns all the source code generated fromthese six use cases.
DLL has al |l eged breaches of contract for re-use of the
use cases and source code with Third Pillar's Tuscany custoner.
We find that Third Pillar did make two of the use cases owned by
DLL, Tenpl ate Mai ntenance and Partner Qualification, available to
its Tuscany customer. DLL has produced Third Pillar's Tuscany
use cases. They are nearly identical to the Beacon use cases
drafted during Third Pillar's work on LoanPath for DLL. No Third
Pillar enpl oyee testified as to any changes nade to the Beacon
use cases prior to their use in the Tuscany project with the
exception of renoving DLL's name. They are replete with
references to DLL-specific positions, enployees, and custoners.
Moreover, Third Pillar's President, Pankaj Chowdhry admitted that
at | east fifteen Beacon use cases were re-used for the Tuscany
project, including its Tenpl ate Managenent and Part ner
Qualification use cases. This re-use of at |east two DLL-owned

use cases constitutes a breach of the Services Agreenent 88 10.1
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and 11.1, which require Third Pillar to keep confidential DLL's
Custoner Proprietary Materials and Confidential |nfornmation.

W also find that Third Pillar breached the Services
Agreenment by using the source code devel oped fromthe twel ve DLL-
owned use cases in their Tuscany rel ease of LoanPath. W accept
the testinony of Susan Spiel man, a Java expert hired by DLL, that
t he Tuscany LoanPath software contained at m nimumtwenty-three
conpl ete Beacon use cases, including all twelve of the DLL-owned
use cases. Third Pillar argues that this use does not constitute
a breach because these functions were "turned off" through run-
time conditionals and post-build scripts. W find this argunent
to be unpersuasive. Regardless of whether Third Pillar's Tuscany
custoner can currently access the functions in the DLL-owned use
cases, the Tuscany LoanPath software includes them Because
t hese use cases remai ned coded in the LoanPath source code, Third
Pillar breached its agreenments with DLL by re-useing LoanPath for
its Tuscany custoner.

Accordingly, we find that Third Pillar's re-use of the
following DLL use cases, in both witten and software form
constitutes breach of contract: (1) Create Credit Application;
(2) Leasing (Pricing) Quote; (3) Tenplate M ntenance; (4) Rate
Card Generation; (5) Partner Self-Service Credit Application; (6)
Partner Sel f-Service Lease Quote; and (7) Partner Self-Service
Buyout and Trade-Up Quote; (8) Autonmated Credit Review and
Deci sion; (9) Manual Credit Review and Decision; (10) Partner
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Qualification; (11) Application Mintenance (a/k/a Appeal s); and
(12) Pre-Qualification.
| V.

We now turn to DLL's claimfor m sappropriation of
trade secrets under the California Uniform Trade Secrets Act
("CUTSA"). The CUTSA provides a cause of action, in addition to
a claimfor breach of contract, if a plaintiff possessed a trade
secret and a defendant uses or threatens to use that trade secret
in breach of an agreenent, confident or duty. See Cal. G v. Code
§ 3426 et seq. Here, DLL argues that twenty-two of its use cases
constitute trade secrets, which Third Pillar has m sappropriated
and threatens to further m sappropriate in violation of the
CUTSA. Since we have found that Third Pillar owns ten of those
twenty-two use cases, it has not violated the CUTSA as to those
t en.

We focus on the remaining twelve use cases that bel ong
to DLL. As noted above, they are: (1) Create Credit
Application; (2) Leasing (Pricing) Quote; (3) Tenplate
Mai nt enance; (4) Rate Card Ceneration; (5) Partner Self-Service
Credit Application; (6) Partner Self-Service Lease Quote; and (7)
Partner Sel f-Service Buyout and Trade-Up Quote; (8) Autonmated
Credit Review and Decision; (9) Manual Credit Review and
Decision; (10) Partner Qualification; (11) Application
Mai nt enance (a/k/a Appeals); and (12) Pre-Qualification.

The CUTSA defines a trade secret as,

information, including a formula, pattern,
conpi | ati on, program device, nethod,
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techni que, or process, that (1) derives

i ndependent econom ¢ val ue, actual or
potential, fromnot being generally known to
the public or to other persons who can obtain
econom ¢ value fromits disclosure or use;
and (2) is the subject of efforts that are
reasonabl e under the circunstances to

mai ntain its secrecy.

Cal. Cv. Code 8§ 3426.1(d). The CUTSA defines m sappropriation
to incl ude:

Di scl osure or use of a trade secret of

anot her wi thout express or inplied consent by
a person who, at the tine of disclosure or
use, knew or had reason to know that his or
her know edge of the trade secret was

acqui red under circunstances giving rise to a
duty to maintain its secrecy or limt its
use.

Cal. Cv. Code 8§ 3426.1(b)(2)(B)(ii) (2009). Threatened
m sappropriati on has been found to nmean "a threat by a defendant
to m suse trade secrets, mani fested by words or conduct, where

the evidence indicates i mmnent m suse." FLIR Sys., Inc. V.

Parrish, 95 Cal. Rptr. 3d 307, 316 (Cal. App. C. 2009); see also
Central Valley Gen. Hosp. v. Smith, 75 Cal. Rptr. 3d 771, 791

(Cal. App. C. 2008). Under the CUTSA, a plaintiff may seek
injunctive relief fromboth actual and threatened
m sappropriation. See Cal. Cv. Code 8§ 3426.2(a).

W nust first determ ne whether DLL's twel ve use cases
constitute trade secrets under the CUTSA. California courts have
hel d that independent econom c val ue needs to be "nore than

trivial,"” although it does not need to be "great."” See Yield

Dynamics, Inc. v. TEA Sys. Corp., 66 Cal. Rptr. 3d 1, 18 (Cal.

Ct. App. 2007). Such value can be nmeasured by the val ue of the
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information to conpetitors or by the resources expended to

devel op the trade secret. See Wiyte v. Schlage Lock Co., 125

Cal. Rptr. 2d 277, 288 (Cal. C. App. 2002); Courtesy Tenp.

Serv., Inc. v. Camacho, 272 Cal. Rptr. 352, 357 (Cal. Ct. App.

1990) .

We find that DLL's use cases are processes that derive
i ndependent economi ¢ val ue from not being generally known to the
public. Wiile each individual step in the use cases nay be a
matter of comon practice in the industry, DLL's particul ar
conbi nati on and order of steps creates a unique systemin each
use case. California courts have consistently recogni zed the

validity of such conbination trade secrets. See O2 Mcro Intern

Ltd. v. Monolithic Power Sys., 420 F. Supp. 2d 1070, 1089-90

(N.D. Cal. 2006); By-Buk Co. v. Printed Cell ophane Tape Co., 163

Cal. App. 2d 157, 166 (1958); see also Vt. Mcrosystens, Inc. V.

Aut odesk, Inc., 88 F.3d 142, 147, 149 (2d G r. 1996) (applying

California | aw).

We find believable the testinony of DLL enpl oyees Rita
D Martino, Janes Martinko, Jim MCann, and Dan M| one that these
processes for making fast and reliable credit decisions
differentiate DLL from conpetitors in the vendor finance field.
| f conpetitors were to obtain these highly detail ed use cases,
they could essentially replicate DLL's busi ness strategy and
elimnate DLL's conpetitive advantage in the field.
Furthernore, we credit the testinony of Martinko and M| one that

t he devel opment of the use cases took ten full-tinme enpl oyees
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over two years to conplete. This expenditure of time and noney
by DLL substantiates DLL's claimthat they have i ndependent
econom c val ue.

California courts have found that the determ nation of
reasonabl e efforts to naintain secrecy requires a fact-intensive

anal ysis. See DVD Copy Control Ass'n v. Bunner, 10 Cal. Rptr. 3d

185, 193 (Cal. Ct. App. 2004). Reasonable efforts have been
found to include such practices as "advising enpl oyees of the
exi stence of a trade secret, limting access to the information
on a 'need to know basis,' requiring enployees to sign
confidentiality agreenents, and keepi ng secret docunents under

lock." Religious Tech. Cr. v. Netcom On-Line Commt' n Servs.,

923 F. Supp. 1231, 1254 (N.D. Cal. 1995); see also Schlage Lock

Co., 125 Cal. Rptr. 2d at 286-87; MAI_Sys. Corp. v. Peak

Conputer, Inc., 991 F.2d 511, 522 (9th GCr. 1993); Courtesy

Tenp. Serv., 272 Cal. Rptr. at 358. \Were a plaintiff has freely
di scl osed the information wi thout the protection of a
confidentiality agreenent, it cannot claima trade secret. See

Religious Tech. Gr., 923 F. Supp. at 1254.

We find that DLL nade reasonable efforts to maintain
the secrecy of these twelve use cases. All DLL enpl oyees,
contractors, consultants and vendors, including those who worked
on drafting the use cases, were required to sign confidentiality
agreenents. DLL provided the use cases to Third Pillar under the
Confidential Information clauses of the Services Agreenent,

88 11.1-11.5. These clauses prohibited Third Pillar fromre-
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usi ng or divul ging any Customer Proprietary information |earned
in the course of the Beacon project. DLL also protected the use
cases by retaining ownership of them under subsections (ii) and
(iv) of the intellectual property clause in Task Order 5, which
prohibited their re-use with other parties. |Indeed, Third Pillar
mar ked t he Beacon use cases as "Confidential"” on each and every
page when DLL drafted them during the Beacon project and showed
DLL these markings. Such neasures were reasonabl e under the
circunstances to maintain the secrecy of this information.

We find that the twel ve use cases owned by DLL
constitute trade secrets under California Cvil Code § 3624.1(d):
(1) Create Credit Application; (2) Leasing (Pricing) Quote; (3)
Tenpl ate Mai ntenance; (4) Rate Card Generation; (5) Partner
Self-Service Credit Application; (6) Partner Self-Service Lease
Quote; and (7) Partner Self-Service Buyout and Trade- Up Quot e;
(8) Automated Credit Review and Decision; (9) Manual Credit
Revi ew and Decision; (10) Partner Qualification; (11) Application
Mai nt enance (a/k/a Appeals); and (12) Pre-Qualification.

W also find that Third Pillar has m sappropri ated
these trade secrets by divulging themto their Tuscany custoner,
in both witten and source code form and threatens to
m sappropriate themfurther with an additional "Rome" custoner.?®
Third Pillar knew that these use cases were acquired under the

terms of the Services Agreenment, which required Third Pillar to

9. As with the Tuscany custoner, we shall not divul ge the
identity of Third Pillar's Rone customners.
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keep confidential all Custoner Proprietary information.
Nonet hel ess, Third Pillar nade these use cases available to its
Tuscany custoner, a conpetitor of DLL. Pankaj Chowdhry, Third
Pillar's President, admitted that Third Pillar provided the
Tuscany custonmer with at |east two, and possibly nore, of DLL'Ss
use cases in witten and source code forms. W also credit the
testi mony of Susan Spi el man, who stated that all twelve of the
above-referenced DLL-owned use cases appeared in the Tuscany
software. This constitutes actual m sappropriation.

Furthernore, Third Pillar's contract with the Tuscany
custoner provides l[imted contractual neans through which the
Tuscany custonmer may obtain the full source code, which contains
coding for all twelve of DLL's trade secret use cases.!® Third
Pillar has also entered a simlar contract with its Rone
custoner, another |arge-scale conpetitor of DLL, and has admitted
that it is determ ning which use cases to provide to the Rone
custoner. This constitutes threatened m sappropriation, which is
not specul ative in nature.

We find that Third Pillar has violated the CUTSA by
m sappropriating the trade secrets contained in DLL's twel ve use
cases, in both witten and software form and by threatening

further m sappropriation, which is not specul ati ve.

10. The Tuscany custoner would be able to obtain the source code
fromThird Pillar if Third Pillar went into bankruptcy, if Third
Pillar is bought by a conpetitor to the Tuscany custoner, if
Third Pillar defaults on any material obligation to provide
"Level One" maintenance for the software, or if Third Pillar can
no | onger offer maintenance and support services.

-37-



V.
DLL has al so pl eaded common | aw cl ai s for prom ssory
estoppel and unjust enrichnment. These clains can only be
mai ntai ned in the absence of a valid contract governing the

conduct at issue. See Carlson v. Arnot-QOgden Mem|l Hosp., 918

F.2d 411, 416 (3d Gr. 1990). W have found that the Services
Agreenment constitutes a valid contract governing the conduct at
issue. W find that DLL's clains for prom ssory estoppel and
unjust enrichment fail. They will be dism ssed.
VI .

Havi ng determ ned that Third Pillar has breached the
Servi ces Agreenent and violated the CUTSA, we nust now deci de
whet her we should enjoin its conduct. As noted above, we wl|
apply California's standards for granting an injunction because

DLL's clains are governed by the |law of California. See Lauf v.

E.G Shinner & Co., 303 U S. 323, 327-28 (1938).

The California Gvil Code dictates that a pernmanent
injunction may be granted (1) where pecuniary conpensati on woul d
not afford adequate relief; (2) where it would be extrenely
difficult to ascertain the anmount of conpensati on which woul d
afford adequate relief; (3) where the restraint is necessary to
prevent a nmultiplicity of judicial proceedings; or, (4) where the
obligation arises froma trust. See Cal. Cv. Code 8§ 3422.

DLL may only prevail if there is a substantial threat
of inmpending harm which does not extend to mere possessi on by

the m sappropriating party or previous msuse. See FLIR Sys.,
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Inc. v. Parrish, 95 Cal. Rptr. 3d 307, 316-317 (Cal. C. App.

2009). WwWe find that there is a substantial threat of inpending
harm based on Third Pillar's contractual obligations to its
Tuscany and Ronme custoners.

First, Third Pillar is currently providing the LoanPath
software in an executable version, which includes at |east two of
DLL's trade secret use cases, to the Tuscany customer. Second,
Third Pillar is contractually obligated to give the LoanPath
source code, which includes all twelve of DLL's trade secret use
cases, to the Tuscany custoner in certain circunstances. Third,
Third Pillar recently began devel opnent of LoanPath for its Rone
custoner, who is a direct conpetitor to DLL. Third Pillar had
admtted that it intends to provide these twelve use cases to its
Rone customer during the course of software devel opnent.

Such disclosures will irreparably harm DLL by providing
its direct conpetitors with DLL's trade secret market advantages
in vendor financing. Not only would it be difficult, if not
i npossi ble, to ascertain the correct anount of conpensation for
such harm but we find that nmere pecuniary conpensati on woul d not
afford adequate relief. Such harmw Il undermine DLL's |ong-term
busi ness strategies and placenent in the market. Therefore, we
will permanently enjoin Third Pillar fromdisclosing or re-using
for other custoners any of the follow ng use cases, in either
witten or software form (1) Create Credit Application; (2)
Leasing (Pricing) Quote; (3) Tenplate Mintenance; (4) Rate Card
Ceneration; (5) Partner Self-Service Credit Application; (6)
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Partner Sel f-Service Lease Quote; and (7) Partner Self-Service
Buyout and Trade-Up Quote; (8) Autonmated Credit Review and

Deci sion; (9) Manual Credit Review and Decision; (10) Partner
Qualification; (11) Application Mintenance (a/k/a Appeal s); and
(12) Pre-Qualification.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

DE LAGE LANDEN OPERATI ONAL ) Cl VIL ACTI ON
SERVI CES, LLC )

V.
TH RD PI LLAR SYSTEMS, | NC. : NO. 09-2439

PERVANENT | NJUNCTI ON

AND NOW this 5th day of March, 2010, after an
evidentiary hearing, and based on the Findings of Fact and
Concl usi ons of Law contained in the acconpanyi ng Menorandum
defendant Third Pillar Systenms, Inc., its officers, agents,
servants, enployees, attorneys, and all other persons who are in
active concert or participation with them

(A) are permanently enjoined fromusing, nodifying,
exploiting, or making available to third parties in whole or in
part the followi ng De Lage Landen Operational Services, Inc.
Beacon Use Cases: (1) Create Credit Application; (2) Leasing
(Pricing) Quote; (3) Tenplate Mintenance; (4) Rate Card
Ceneration; (5) Partner Self-Service Credit Application; (6)
Partner Self-Service Lease Quote; (7) Partner Self-Service Buyout
and Trade-Up Quote; (8) Automated Credit Revi ew and Deci sion; (9)
Manual Credit Review and Decision; (10) Partner Qualification;
(11) Application Maintenance (a/k/a Appeals); and (12) Pre-
Qualification;

(B) are enjoined to return and/or destroy, within

fourteen days of the date of this Order, all copies in any and



all fornms, formats, and nmedia currently existing (including

el ectronic) of the foregoing twel ve Beacon Use Cases, drafts

t hereof, and any derivative Use Cases that were based, at | east
in part, on those twelve Beacon Use Cases;

(C are permanently enjoined fromusing, nodifying,
exploiting, or making available to third parties in whole or in
part the Beacon Source Code incorporating the foregoing twelve
Beacon Use Cases, in any form

(D) are enjoined to return and/or destroy, within
fourteen days of the date of this Order, all copies in any and
all fornms, formats, and nmedia currently existing (including
el ectronic) of the Beacon Source Code incorporating the foregoing
twel ve Beacon Use Cases, in any and all forns, formats, and nedia
currently existing; and

(E) Third Pillar Systens, Inc. shall file and serve an
affidavit within thirty days that all such property either has
been returned to De Lage Landen Operational Services, Inc. or has
been destroyed.

BY THE COURT:

/sl Harvey Bartle 11

C. J.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

DE LAGE LANDEN OPERATI ONAL ) C VIL ACTI ON
SERVI CES, LLC )

V.
TH RD PI LLAR SYSTEMS, | NC. NO. 09-2439

ORDER

AND NOW this 5th day of March, 2010, for the reasons
set forth in the acconpanyi ng Menorandum it is hereby ORDERED
that the clainms of plaintiff De Lage Landen Operational Services,
LLC for prom ssory estoppel (Count 3) and unjust enrichnent
(Count 4) are DI SM SSED.

BY THE COURT:

[s/ Harvey Bartle III

C. J.
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